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Abstract 
 
The pricing efficiency of Taiwan 
stock index futures traded on TAIFEX is 
studied.  The futures are underpriced in 
the first four contract months and are 
overpriced in the following four contract 
months.  The average mispricing is 
around 1% of theoretical futures price, 
although different by contracts.  We 
found substantial arbitrage opportunities 
and significant arbitrage profit for both 
institutional arbitrageurs and member 
firms, indicating the lack of pricing 
efficiency in Taiwan index futures 
market.  Transaction lag reduces 
arbitrage profit, but is significant only 
when the contract does not show 
persistent underpricing or overpricing.  
Further analyses show that early 
unwinding greatly increases arbitrage 
profit.   
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表一 
台指期貨契約彙總統計 
定價誤差 = 期貨價格 - 理論價格 
定價誤差% = (期貨價格 - 理論價格)/理論價格 
???? ??? ?? 
?? 
???? 
?? 
???? 
?? 
????
???? 
??% 
199809 1248 35 7334.87 7297.12 -67.76 -0.90 
199810 1092 45 6881.90 6813.54 -88.72 -1.28 
199811 1097 37 6916.54 6861.21 -73.68 -1.06 
199812 1086 72 6981.76 6967.24 -53.87 -0.78 
199901 862 24 6561.75 6653.38 82.19 1.22 
199902 1236 36 6219.12 6291.45 58.93 0.95 
199903 2193 127 6446.12 6512.58 30.62 0.52 
199904 1156 33 6696.30 6764.41 49.96 0.75 
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?? 
??????? 
   ??????? ?????
 ????(????)    
        
????(????) ????(????) ????(????)
???? ?? ???? ????? ?? ???? ????? ?? ???? ????? ?? ???? ?????
199809 10 7.38 0.0011 372 27.44 0.0037 20 10.39 0.0015 448 31.77 0.0043
199810 0 n.a.      
        
        
        
        
        
      
n.a. 530 44.24 0.0063 0 n.a. n.a. 584 49.06 0.0007
199811 32 8.33 0.0012 482 47.76 0.0069 49 11.14 0.0016 554 50.61 0.0073
199812 177 65.91 0.0091 416 63.20 0.0091 206 65.82 0.0091 446 70.15 0.0101
199901 509 72.69 0.0106 7 14.92 0.0024 542 76.17 0.0112 9 18.52 0.0029
199902 620 58.97 0.0095 25 20.62 0.0035 677 62.21 0.1000 32 23.24 0.0039
199903 951 64.81 0.0102 175 98.44 0.0141 1072 67.40 0.0106 188 106.34 0.0152
199904 424 48.09 0.0074 0 n.a. n.a. 496 49.44 0.0076 1 1.12 0.0002
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?? 
?????????0.1% reversal 
   ??????? ?????
 ????(????)    
        
????(????) ????(????) ????(????)
???? ?? ???? ????? ?? ???? ????? ?? ???? ????? ?? ???? ?????
199809 10 36.11 0.0052 372 37.52 0.0051 20 36.92 0.0052 448 41.51 0.0056
199810 0 n.a.      
        
        
        
        
        
      
n.a. 530 65.26 0.0093 0 n.a. n.a. 584 69.93 0.0100
199811 32 14.84 0.0022 482 54.93 0.0080 49 17.54 0.0026 554 57.78 0.0084
199812 177 94.84 0.0131 416 94.84 0.0136 206 97.35 0.0134 446 101.76 0.0146
199901 509 122.04 0.0180 7 113.43 0.0180 542 124.62 0.0184 9 109.06 0.0173
199902 620 87.69 0.0143 25 90.05 0.0148 677 90.50 0.0147 32 92.53 0.0151
199903 951 93.44 0.0147 175 169.26 0.0243 1072 95.92 0.0150 188 117.21 0.0254
199904 424 54.70 0.0084 0 n.a. n.a. 496 57.01 0.0088 1 25.85 0.0038
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?? 
???????? (???? 5??) 
   ??????? ?????
 ????(????)    
       
????(????) ????(????) ????(????)
???? ?? ???? ????? ?? ???? ????? ?? ???? ????? ?? ???? ?????
199809 10 -17.58 -0.0026 369 25.25 0.0034 18 -10.29 -0.0015 445 30.55 0.0041
199810 0 n.a.      
        
        
        
        
        
      
n.a. 524 42.59 0.0061 0 n.a. n.a. 578 47.68 0.0068
199811 32 -0.42 -0.0001 480 45.49 0.0066 48 3.66 0.0006 552 49.00 0.0071
199812 172 63.75 0.0088 415 58.87 0.0085 199 64.66 0.0089 444 66.56 0.0096
199901 506 69.78 0.0102 7 1.05 0.0002 539 73.37 0.0101 9 6.62 0.0010
199902 619 54.82 0.0088 25 5.87 0.0011 676 58.55 0.0094 32 10.01 0.0017
199903 943 61.86 0.0098 172 96.61 0.0138 1062 64.79 0.0102 184 104.56 0.0149
199904 415 47.23 0.0073 0 n.a. n.a. 486 48.46 0.0074 1 -22.05 -0.0032
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